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The Uniform Commercial Code 
By W. J. ROBERT 


Assistant Professor of Business Administration, University of Oregon 


Businessmen, lawyers, bankers. and other groups vitally 
concerned with the aflairs of commerce are watching with 
keen interest the progress of the proposed U niform | Com- 
mercial Code. While matters of a legal nature are generally 
- felt to be of immediate importance only to members of the 
bar, this particular proposed legislation is of the utmost 
concern to all who fall within the limits of the broad gen- 
eral term of “the businessman.” 

In order to appreciate the full importance and the basic 
implications of the proposed Uniform Commercial Code. 
it is essential to understand the history and background of 
our legal system in the United States. The legal system in 
effect in all of the states except the state of Louisiana is the 
“common law.” The common law developed in England 
over a period of many centuries and was brought to this 
country by the English colonists. In some of the states the 
influence of the Spanish and French settlers resulted in the 
adoption of certain principles of “civil law.” the legal 
system which prevails on the continent of Europe. 

The common-law system is based upon the legal doctrine 
of stare decisis, which is a Latin term defined in Black's 
Law Dictionary as follows: “To stand by decided cases: 
to uphold precedents; to maintain former adjudications.” 
This means that each time a court decides a case the deci- 
sion will furnish a precedent for the decision in subsequent 
cases presenting the same or a similar fact situation. Thus 
customs and usages are transformed into the law which 
will govern future controversies. The result is “case-made 
law.” which forms the bulwark of the common-law system. 
Cases decided over the centuries compose the common 
law which is the basis of the legal system of the United 
States and the state of Gregon. The common-law system 
is both rigid and flexible. [t is rigid to the extent that pre- 
cedent controls: it is flexible in that it changes to meeting 
chanying social, economic. and business conditions. 

In early times the common-law courts in England did not 
entertain disputes involving commercial transactions. In- 
deed, the carly common-law reports do not contain any 
mention of nezotiable paper or other commercial devices 
In order to meet the exigencies of their calling. merchants 
organized special courts to hear and determine disputes 
arising among themselves. These special merchants’ courts. 
in reaching decisions, applied the customs and usages 
which had developed over the years in connection with 
business dealings. Thus there came into existence a separ- 
ate body of law relating to merchants. administered by 
courts established by merchants. The courts held 
at the fairs attended by all merchants for the purpose of 
displaying their wares and transacting business 
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the king’s courts and the law merchant was woven into the 
common law. Thus by the end of the nineteenth century the 
law merchant was to be found largely in the reported cases. 
As might be expected, the law merchant in the United 
States varied widely among the various states of the Union. 
This lack of uniformity was a great burden upon commerce 
among the states and created much uncertainty in business 
transactions. 

This was particularly true in the law of negotiable in- 
struments. A businessman was at a great disadvantage 
when the law of checks, notes, and drafts was uncertain and 
varied from state to state. Accordingly in 1896, under the 
leadership of the American Bar Association and the Amer- 
ican Bankers Association, a commission was appointed for 
the purpose of revising and codifying the law merchant in 
the United States with reference to negotiable instruments. 
The resulting proposed legislation. called the Uniform 
Negotiable Instruments Law. was presented to the legisla- 
tures of ali the states for adupiion. Uliimaicly ii 
adopted by all forty-eight states. and a high degree of uni- 
formity in the law was at last obtained. A businessman in 
Oregon could feel sure that, if he transacted business with 
a merchant in New York, the negotiable instruments used 
in financing the transaction would have basically the same 
effect and receive the same treatment in both states. 

Unfortunately, complete uniformity of the law of nego- 
tiable instruments was not obtained. There are several rea- 
sons for this. The legislatures of some of the states departed 
from the exact wording of the proposed law. while most 
states passed it verbatim as proposed. Certain portions of 
the law appeared to be ambiguous: when the courts of the 
various stetes were called upon to interpret the law and to 
apply it to specitte fact situations, the resulting decisions 


was 


were often in conflict. 

However. a tremendous stride in the direction of uni- 
formity was made. and the Uniform Negotiable Instru- 
ments Law was followed by other uniform acts. The fol- 
lowing is a list of uniform acts which are of particular 
interest to the businessman, together with the date when 
each was first promulgated: Uniform Negotiable Instru- 
ments Law (1896). Uniform Warehouse Receipts \ct 
(1906). Uniform Sales Act (1906). Uniform Bills of Lad- 
ing Act (1909), Uniform Stock Transfer Act (1909), 
Uniform Trust Receipts Act (1933). Only two of the act» 
listed above have been adopted by all of the states, The 
others have had wide but not unanimous acceptance. It 
should be noted that Oregon has been among the more 
progressive states in the adoption of uniform legislation. 

Most of the acts were promulgated approximately a hal! 
since then business practices and economic 
There is need for 


century ago: 
conditions have changed materially. 








Ore gon Business Review 


VOL. XI EUGENE, OREGON, AUGUST 1952 NO. 8 





Bureau of Business Research. School of Business Administration 
University of Oregon 


WESLEY C. BALLAINE, Editor 





Published monthly. Entered as second-class matter, August 10, 1948, at the 

postotiice at Eugene, Oregon, under the act of August 24, 1912. Persons 

wishing tu receive the Retrew regularly should address requests to the editor. 
There is no subset rption charge. 


mr ar ce ne a LE IIT ED 


substantial revision of these acts to conform to modern 
practices and to integrate them one with the other. 

The Uniform Commercial Code provides such a revision 
of the uniform acts and integrates them into one master 
code covering many facets of commercial activity. If the 
code were adopted by all of the states. a high degree of uni- 
formity and certainty in the law of business transactions 
would be obtained. 

An understanding of the purposes to be accoinplished 
by the Uniform Commercial Code can be derived from the 
title of the act. which is as follows: “To be known as the 
L niform Commercial Code, Relating to Certain Commer- 
cial Transactions in or regarding Personal Property, in- 
cluding Fixtures. and Contracts and other Documents con- 
cerning them, including Sales, Commercial Paper. Foreign 
Remittances. Letters of Credit, Bank Deposits and Collec- 
tions. other Certain Miscellaneous Banking Transactions, 
Investment Securities. Bills of Lading. Warehouse Re- 
ceipts. other Documents of Title. and Various Types of 
Financing Security: Providing for Public Notice to Third 
Parties in Certain Circumstances: Regulating Procedure, 
My idence and Damages in Certain Court Actions Involving 
-uch Transactions. Contracts or Documents: to Make Uni- 
form the Law with Respect Thereto; and Repealing Incon- 
sistent Legislation.” 

The basic purpose is ably expressed in the comments to 
the title of the act: 

“The concept of the present Act is that ‘commercial 
transactions’ is a single subject of the law. notwithstanding 
its many facets. 

“A single transaction may very well involve a contract 
for sale, followed by a sale. the giving of a check or draft 
for a part of the purchase price, and the acceptance of some 
form of security for the balance. 

“The check or draft may be negotiated and will ulti- 
mately pass through one or more banks for collection. 

“If the goods are shipped or stored the subject matter of 
the sale may be covered by a bill of lading or warehouse 
receipt or both. 

“Or it may be that the entire transaction was made pur- 
suant to a letter of credit either domestic or foreign. 

“Obviously. every phase of commerce involved is but a 
part of one transaction, namely, the sale of and payment 
for goods, 

“If. instead of goods in the ordinary sense. the trans- 
action involved stocks or bonds, some of the phases of the 
transaction would obviously be different. Others would be 
the same. In addition. there are certain additional formal- 
ities incident to the transfer of stocks and bonds from one 
owner to another. 

“This Act purports to deal with all the phases which may 
ordinarily arise in the handling of a commercial transac- 
tion, from start to finish.” 
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Space does not permit a detailed examination of the 
changes and improvements in the law which would be 
effected by the Uniform Commercial Code. However. a 
few illustrations will show how the code proposes to keep 
in step with business trends and requirements. It is funda- 
mental in the law of sales that a contract requires consid- 
eration. In the ordinary contract of sale. the buyer’s pay- 
ment of money or his promise to pay money furnishes the 
consideration to make binding the seller’s promise to sell 
and deliver. But what is the consideration to support the 
so-called “firm offer” to buy or sell ? Is the seller bound 
to keep his offer open during the period while the buyer is 
making up his mind whether or not he will purchase? What 
if the market is fluctuating in favor of the seller? The pro- 
posed Uniform Commercial Code provides that a “firm 
offer” in writing will be irrevocable for a period not ex- 
ceeding three months without the necessity of any consid- 
eration to make it bindi:+g. The proposed code likewise 
clarifies the extent of imphed warranties and the liability 
of a merchant for breaches of such implied warranties. 
Important changes are also made in the requirement of 
filing certain legal documents in connection with security 
devices such as conditional sales contracts. 

It is important to note that the proposed Uniform Com- 
mercial Code does not prohibit the parties to a business 
transaction from working out their own arrangements on 
a purely voluntary basis. Fundamentally it provides the 
legal answers to those questions which are not answered 
by the parties themselves. 

The writer was privileged recently to attend a regional 
meeting of the American Bar Association at which Martin 
J. Dinke!lspiel of San Francisco. president of the National 
Conference of Commissioners on Uniform State Laws. 
gave an address on the Uniform Commercial Code. He 
pointed out the great effort which had been expended over 
a period of years in the preparation of this monumental 
work. The final draft was submitted in September 1951, 
after twelve years of arduous toil. The best legal minds in 
the country responded to the task, with able assistance 
from persons in the fields of banking and business. Num- 
erous revisions were made and many meetings and confer- 
ences were held. The provisions were considered and de- 
bated point by point during the twelve-year period. The 
final draft is a gem in the field of legal effort. It is clear, 
concise. and understandable. It deals in terms of legal re- 
sult rather than with complicated and involved technical 
terms which are often not capable of exact. uniform, or 
precise definition. Each section of the code is followed by 
a series of comments which directs attention to the need 
which the section purposes to satisfy. As was pointed out 
by Mr. Dinkelspiel. our present laws were designed to fit 
the economy of our country as it was in 1900, when the 
West was sparsely settled, large business enterprises were 
of less significance than now, and transportation and com- 
munication were a far cry from those of our time. We 
should constantly strive to keep it astride with modern 
developments in the fields affecting business. 

In the comments which are an integral part of the code, 
credit is given to the eminent lawyers, judges, and law 
teachers who participated in its drafting and who consulted 
with those actively engazed in its writing. It is significant 
that credit is given to persons not in the legal profession: 


... there were informa! consultants much too numer- 
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ous to mention who frequently advised with the draftsmen 
in the preparation of their drafts to insure a workable Code. 
In this latter class were included practicing lawyers, hard- 
headed business men and operating bankers. who contrib- 
uted generously of their time and knowledge so that, not 
only current business practice. but foreseeable future de- 
velopments would be covered.” 

The importance of the proposed Uniform Commercial 
Code to businessmen, bankers. and lawyers is clear. What 
is the likelihood that it will be unanimously adopted by the 
various state legislatures or even by a significant number 
of them? How long a time may elapse before such adop- 
tions occur? What will be the nature of the resistence to 
this proposed legislation? If adopted. will the Uniform 
Commercial Code create a greater degree of uniformity 
than other uniform acts have been able to accomplish? 
To answer these questions categorically is not within the 
power of the writer. However, these are his impressions. 

At the recent meeting of the American Bar Association 
to which reference has been made, it appeared that the 
proponents of the proposed Code were optimistic that it 
would be adopted eventually by all the states. At one in- 
formal group discussion it was suggested that. if a few of 
the large and important states adopted the measure, the 
other states would of necessity quickly fall into line. 

As to how long a time may elapse before the ultimate 
coal of complete adoption is reached. we may find a clue in 
looking to the experience with other uniform acts. Few 
have been adopted by all of the states and those which have 
been reached unanimity only after many years. 

Concerning the resistance to such legislation—some 
lawyers may resist because of the necessary change in the 
status quo and some particular business interests may feel 
that certain provisions of the proposed law could adversely 
affect them. 

Vith reference to the degree of uniformity which could 
he expected from this proposed code, the answer appears 
within the code itself. The comments to Sec. 1-102 states: 

“1. This Act is drawn to provide flexibility so that. since 
it is intended to be a semi-permanent piece of legislation. 
it will provide its own machinery for expansion and grad- 
ual alteration. It is intended to make it possible for the 
law embodied in this Act to be developed by the courts in 
the light of unforseen circumstances. However. the proper 
construction of the Act requires that its interpretation and 
application be limited to its reason. 

“2. The Act should be construed in accordance with its 
underlying principles and reason. The text of each section 
should be read in the light of the purpose and reason of 
each rule or principle. as also of the Act as a whole. and 
the application of the language should be extended or 
limited, as the case may be. in conformity with the prin- 
ciple remedial purpose involved, Thus: 

“This Act adopts the trend of those cases which extend 
the principle of a statute either to fill a gap in the language 


or to avply to a situation outside of the statute's explicit 


scope where reason and policy justify such extension ... 

The proposed Uniform Commercial Code is now ready 
for presentation to the legislatures. It will probably be pre- 
sented to the 1953 session of the Oregon Legislature. All 
persons interested in affairs of law and business will de- 
sire to be acquainted with the code and will watch with 
interest its course in the months ahead. 
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PORTLAND FOOD PRICES 


The University of Oregon Bureau of Business Research reports 
that in Portland, of 56 foods for which comparisons can be made 
between mid July and mid-August 1952, 25 were higher, 23 were 
lower, and 9 were the same. The preliminary average prices of those 
foods entering into the Bureau of Labor Statistics’ Portland Food 
Index are calculated by the Bureau of Business Research to permit 
more rapid re'ease. 


—-—-- In Cents---—--——~ 
Average Change Mugust Range 
Aug. 15, from Last =—of Prices ~ 
1952 Month High Low 
Cereats & Bakery Propucts: 
Cereals: 
Flour, wheat (5 lbs.) 
Corn flakes (12 072.) 
Corn meal (1b.) 
Rice (lb.) 
Rolled oats (20 oz.) 
Bakery products: 
Bread, white, per loaf (Ib.) 
Vanilla cookies, (7 oz.) 
Layer cake (lb.) : 


ss 


wens Ww 
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Meats, Pourtry « Fisn: 
Meats: 
Beef: 
Round steak (lb.) 
Rib roast (Ib.) 
Chuck roast (Ib.) 
Frankfurters (lb.) 
Hamburger (\b.) aveaseund - , d 89.0 55.0 
Veal: 
Cutlets (Ib.) 
Pork: 
Chops (Ib.) 
Bacon, sliced (Ib.) 
Ham, whole (lb.) 
Salt pork (Ib.) 
Lamb: 
Leg (Ib.) 
Poultry: 
Fryers, N.Y. dr. (Ib.) 
Fish: 
Salmon, pink (16 oz.) 
Salmon, fresh 
Halibut, fresh 
Dainy Propucts: 
Butter (lb.) 
Cheese, Amer. proc. (Ib.) 
Milk: 
Fresh, delivered (qt.) 
Fresh, grocery (qt.) 
Evaporated (1414 oz. can) 
Ice cream (pt.) 
Eces, Fresh (doz.) 


122.0 98.0 
95.0 85.0 
838.0 75.0 
70.0 59.0 


119.0 105.0 
98.0 79.0 
85.0 63.0 
79.0 65.0 
19.0 29.0 





95.0 79.0 


61.0 15.0 


59.0 
TO 
69.0 


88.0 
63.0 


22.0 
He | 
16.0 
33.0 
81.0 
Freies & Vecetastes: 
Fresh: 
Apples (lb.) 
Sananas (Ib.) 
Oranges (size 200, doz.) 
Beans, green (\b.) 
Cabbage (lb.) 
Carrots (bunch) 
Lettuce (head) 
Onions, yellow (\b.) 
Potatoes, white (15 lb.) 
Sweet potatoes (Ib.) 
Tomatoes (lh.) 
Frozen: 
Peas (12 oz.) 
Strawberries, sl. (12 oz.) 
Orange juice, conc. (6 oz.) 
Canned: 
Peaches (no. 214 can) 
Pineapple (no. 214 ean) 
Corn, cream style (no. 303 can) 
Tomatoes (no. 2'% ean) 
Peas (no. 303 can) 
Baby foods (4! ue 1%) oz.) 
Dried: 
Prunes (lb.) 
Navy beans (Ib.) 


18.0 
14.0 
10.0 
5.0 
6.0 
6.0 
8.0 
101.0 
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Bevenaces: 
Coffee (Ib.) 
Cola drink (6 btles.) 
Pas & O*p: 
Lard (Ib.) - 
Shortening, hydrog. Qh.) 
Salad dressing (pt.) 
Margarine, colored (b.) 
>tcan & Swerts: 
Sugar (5 lb.) ; 56.6 
Grape jelly (12 oz. jar) 5 


Pare Pee | = 1.5 


* Insuficient number of quotations to obtain a reliable averac: price, 





VERENT SUSINESS TRENDS IN OREGON 


West Coast Lumbermen’s \ssociation reports that Dep2rtment-Store Sales. Portland department-store sales have 
1952 the Douglas-fir sawmills of the Pacific North. remained relatively sluggish as compared to other parts of the coun- 
ippeared to he headed for another year of unusually high pro- try. Changes in the dollar volume of sales as compared with the 
duction. The most interesting recent development has been the up- same period a year ago are given for Portland and other Pacifie 
surce of orders which has carried through into August, although by — Coast cities. 

the week ending \ucust 9 it had lost much of its force. At the same 
toe. production and shipments have declined moderately. The July 
toures for the industry are follows (thousands of feet, board 
measure): 


Lumber. The 
at the end of July 


wis 


No eek 
Ending 
lug. 16, 1952 


Li eeks 

Ending bear to Aug. 
dug. 16, 1952 16, 1952 

— 3 —3 

+ 3 +1 

-+-10 

— | 


Calendar 


Portland 

Los Angeles 
July San Diego 
195] Oakland 
200.5314 165.102 San Francisee 
195,731 126,869 171.839 Seattle 
160.544 191.864 152.780 Spokane 
999,122 828.2061 667.50] United States 
938,919 G36, 287 851.736 


July June 

1952 1452 
\werage 171.992 
\verate weekly orders 
\veraze weekls 
Lriitled orders, 
(,ross stocks, 


weekly 


production ‘ 
+2 
— 2 


shipments 


Nem QQ wwrits — 


end of month 
end of month 


Multnomah County Real-Estate Transactions. During July 
1952 there were 1.306 real-estate sales amounting to $10,285,039 in 
Multnomah County. Of these, 925 involved residences, the total sales 
price of which was $7.985,723; 329 were sales of vacant property, 
$621,778; and 52 were sales of business properties, $1,677,538. Ad- 
litional figures are: 


Western pine production and orders, but not shipments, have run 
somewhat ahead of last year during most of July. 


Employment. During July 1952 Oregon’s nonagricultural em- 
ployment was about the same as in June (470,800 and 468.600), but 
he Ore on State Unemployment Compensation Co mission ieports 
that cannecy layoffs during July resulted in sufflcient unemploy- 
ment so that by August 1 there were more people looking for work 
than since the latter part of May; by August 15 unemployment was 
still higher than a year ago although there had been some declines. 


Taxable Motor-Vehicle Fuel. In June 1952, 51,007,748 «al- 
lons of taxable motor vehicle fuel were sold. This compares with 
19,817,182 gallons in May and 51,877,501 in June 1951. 

Per Capita Income. The U.S. Department of Commerce esti- 
mates the 1951 per capita income in Oregon at $1.652. a figure $129 
hicher than in 1950. The 1951 per capita income in California was 
21,933, in Washington $1,755, and for the United States, $1,584. 


July 1952 June 1952 
;' 1,306 524 
, $10,285,039 $11,989,523 
Number of mortgages 1,067 
Amount loaned siaideabaaibntiaa scpsntaielibiiade $10,579,276 
Number of sheriff's deeds —— — 4 
Amount of sheriff’s deeds 15,956 
Average residential sales price 8,949 


July 1951 


Numb 1,034 


Values of sales . 


er of sales . 


Business Failures. During July 1952 there were seven business 
failures in Oregon: none of the firms involved were located in Port- 
land. The liabilities involved were $403,000. In June 1952 there 
were four failures with liabilities of $25,000, and in July 1951 nine 
with liabilities of $449,000. 


BANK DEBITS 


hank debits represent the dollar value of the checks drawn a Payment for approximately 90 per cent of all 
check. Bank arded as indicators of the general trend of business, 
prices. The Bureau of Business Research collects bank debits from 110 banks 


not «ire adjustments in basis 


zainst individual deposits. goods, property, and services is by 
though their value for this purpose may be impaired by substantial changes in the level of 


and branches monthliv. On occasion, the 


debits are reg 
totals for the same month in dilierent issues of the 


Re filet are 


thy comparable because of necessary data. 


Number 
of Banks 
Reporting 
Oregon - , . a vanes m rere . 110 


Debits 
June 1952 
8§1.266.057 412 
839.565.412 
68,531,795 


Debits 


Debits June 1952 Compared with 
Vav 1952 


June 195] Vay 1952 June 1951 
£1.176.928.156 $1.212,906,810 + 7.6 + 44 
769.808.4123 786,362 929 + 9.) 4- 6.7 
57,260,760 52,210,563 + 9.7 +-31.3 
124.812.3600 141.662.772 — 8.6 


Marketing Districts 


Portland (Portland, Hillsboro, Oregon City, etc.) a 3h 
Lower Willamette Valley (Salem, McMinnville, etc.) —. . il 
Upper Willamette Valley (Albany, Corvallis, Eugene, TE — ; 17 129.003.1535 
North Oregon Coast (Astoria, Tillamook, etc.) ae oe a ea 17.499.585 16,533.309 16.676.573 + 4.9 
Douglas, Coos Bay ae ; ; : $1.523.086 38.039.689 12.251 ,.623 +> 6. — 2.2 
Southern Oregon (Ashland, Medford, Grants Pass) 55,869,088 54.034.2314 55,751,169 + 0.2 
Upper Columbia River (The Dalles, Hood River, etc.) 15.362,931 16,929,291 15,663.3 16 — 1.9 
Pe: idleton area 22.481.522 21.832.941 22.035.665 + 1.8 
Central Oregon (Bend, Prineville, Redmond). 18.128.927 17.997.413 21,719,772 —15.2 
Klamath Falls, Lakeview area 27.325.6016 26.966.160 30,701,841 —11.0 
Baker, La Grande area 14.017.299 14.190.597 15,671,506 


— 4.8 
Burns, Ontario, Nyssa 15.183.086 15,402,910 12,194,749 +24.5 


BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual constructior under way. 


Care must be taken. in interpreting these data, to allow - 
for the lax 


which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


Additions, 


Albany 
Astoria 
Baker 

Bend 

Coos Bay 
Corvallis 
Eugene 
Crants Pass 
Klamath Falls 
la Grande 
Medford 
North Bend 
Oregon City 
Pendleton 
Portland 
Roseburg 
Salem 
Springfield 
The Dalles 


16 other communities 


Totals 


New 

Residential 
July 1952 

$ 49,500 
61,634 
34,000 
9,500 
16,150 
121,100 
169,009 
15,385 
13,000 
23,500 
31,500 
97 026 
3.000 
23.000 
.7 91,900 
21,000 
262,000 
87.910 
89.190 
253,930 


3,239,855 


New Non- 
residential 


July 1952 


$ 1,900 
2,440 
25,300 
1,750 

120 

1,190 
17.535 
9.370 
6,090 
1,600 
141,150 
9.750 

700 
130.000 
1,106,710 
25,300 
1,420 
9.150 


$1,556,202 


Alterations 
& Repairs 
July 1952 
: 26,600 
19.025 
7,022 
33.510 
56,815 
82.341 
59,27 
27.285 
15,085 
14.575 
13.850 
14.130 
8.076 
7.000 
1,148,630 
27.615 
62,721 
12.600 


67.742 


=1,761,562 


Totals 

July 1952 
$ 78,000 
86,099 
66.322 
11,790 
103.115 
210,931 
215,805 
82,040 
61,085 
39,075 
186,500 


160,000 
4,047,270 
73,915 
332,45] 
139,690 
89,190 
377,159 


26,500,619 


Totals 
June 1952 
41.950 
20,630 
12.400 
16,005 
236,164 
106,155 
177.950 
157.495 
108,14) 
17.144 
53.579 
99.611 
26,700 
207 675 
9.727 ,090 
133,310 
2.116.811 
324,022 
190.369 
$31,262 


$10,231,856 


T otals 
July 1951 
$ 167,228 
51,381 
71,555 
32,093 
76,281 
207 ,995 
217.447 
139.135 
127,320 
168,615 
318,995 
92,850 
14,220 
609.350 
3,816,445 
17,590 
332,332 
150,531 
40.095 
1.335.353 


$8,192,911 
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